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I 
THE DAWES REPORT ON GERMAN 
REPARATION PAYMENTS 


By Georce A. FINcH 


[Reprinted from The American Journal of International Law 
Vol. 18, Number 3, July, 1924] 


The completion and transmission to the Reparation 
Commission on April 9 last of the report of the expert 
committees appointed by it to “consider the means of 
balancing the budget and the measures to be taken to 
stabilize the currency’’ of Germany and to “consider the 
means of estimating the amount of German exported 
capital and of bringing it back to Germany” mark a further 
step in the efforts of the Allied Governments to give prac- 
tical effect to the reparation clauses imposed upon Germany 
by the treaty of peace signed at Versailles on June 28, 
1919. 

The report of the first committee has attracted especial 
interest in the United States because the American mem- 
bers, although not representatives of the Government of 
the United States, accepted the appointments from the 
Reparation Commission with the expressed approval of 
the State Department.! Interest in the report has further 
been increased by the recent action of the Republican 
National Convention which nominated General Dawes, 
the chairman of the first committee, for the office of Vice- 
President of the United States on the Republican ticket 
with President Coolidge. A summary of the reports with 
a brief setting of facts showing their relation to the general 
subject may, therefore, be useful. 

The events directly leading up to these reports may be 


1 See press notice of the State Department, Dec. 12, 1923. 
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considered as having started on November 14, 1922, when 
the German Government, in anticipation of the expiration 
of the arrangements for the payment of reparations during 
the year 1922,? requested the Reparation Commission 
to fix Germany’s liabilities at an amount which could be 
defrayed from the budget surplus and to grant her a mora- 
torium for three or four years. 

An Inter-Allied conference was held at London in De- 
cember, 1922, and at Paris in January, 1923, for the purpose 
of considering this request. At that conference the British 
Government proposed that Germany’s obligations under 
the treaty be fixed at substantially 50,000,000,000 gold 
marks, with a moratorium for four years (apart.from certain 
deliveries in kind), on condition that Germany undertake 
to stabilize the mark and restore budget equilibrium within 
a specified time. The British Government further proposed 
that a foreign finance council should be set up in Berlin 
consisting of persons appointed by Great Britain, France, 
Belgium, Italy, the United States and a neutral European, 
with the German Finance Minister as chairman ex officio. 
The council was to be given jurisdiction over currency 
legislation, the budget, fiscal legislation and public expendi- 
ture, general treasury administration, financial prohibi- 
tions, control of foreign remittances, etc., and the plan 
provided that “If the Reparation Commission is retained 
at all it should be as a purely judicial body.” In the event 
of Germany failing to discharge her revised obligations, the 
British plan provided that she should submit “to any 
measures which the Allied Powers, upon a report of such 
failure from the supervising authority, may unanimously 
decide to be necessary, including forceful seizure of German 
revenues and assets and military occupation of German 
territories outside the existing zone of occupation.’”* 


2 See the decision of the Reparation Commission of March 21, 1922, on the 
subject of the payments to be made by Germany in 1922, and its modifica- 
tion on Aug. 31, 1922, printed in Supplements to The American Journal of 
International Law, Vol. 16, 1922, p, 238, and Vol. 17, 1923, p. 40. 

* For text of the plan see British blue book, Inter-Allied Conferences on 
Reparations and Inter-Allied Debts, Misc. No. 3, 1923, pp. II2-119. 
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France declined to accept any reduction of the payments 
which Germany owes under the schedule of payments 
fixed by the Reparation Commission on May 5, 1921, 
pursuant to the reparation clauses of the treaty of peace; 
she insisted upon a reorganization of the German finances, 
with the approval of the Reparation Commission, which 
should include the stabilization of the currency, restoration 
of budget equilibrium, stoppage of the discount of treasury 
bills by the Reichsbank, and the strengthening of measures 
designed to prevent the flight of capital abroad. The 
execution of this program was to be under the supervision 
of the Guarantees Committee, the seat of which was to be 
transferred to Berlin. France was unwilling to consider a 
moratorium of more than two years and proposed the im- 
mediate seizure of pledges which would yield an annual 
total of 1,000,000,000 gold marks during the moratorium 
period. The pledges proposed to be seized were the control 
of the coal output of the Ruhr by an Inter-Allied mission 
to be sent to Essen, the reservation of the right to realize 
additional quotas of timber from the state and communal 
forests in occupied territory, requisitions of raw material, 
nitrogen, etc., in the occupied territories or in the Ruhr, 
a levy on foreign securities on the basis of German exports 
coming from occupied territories and from the Ruhr basin, 
and the seizure of the customs and the coal tax in the 
territories actually occupied and in the Ruhr. The French 
memorandum stated that “the pledges contemplated could 
be seized by the Allies acting in common by merely utilizing 
the methods of economic control without military inter- 
vention.” As penalties for the refusal of the German 
Government to execute this program the French memo- 
randum provided for the military occupation of the Ruhr 
basin and the establishment of a customs barrier on the 
east of all the occupied territories.‘ 

The Inter-Allied conference at Paris lasted until January 
4, when it broke up without an agreement between the 

‘ For the text of the French plan, see Misc. No. 3, 1923, pp. 1or—108. 
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British and French Premiers. At the adjournment of the 
conference Mr. Bonar Law read a declaration which stated 
his view of the failure of the conference as follows: 


His Majesty’s Government, after giving the most 
earnest consideration to the French proposals, are 
definitely of opinion that these proposals, if carried 
into effect, will not only fail in attaining the desired 
results, but are likely to have.a grave and even disas- 
trous effect upon the economic situation in Europe, and, 
in these circumstances, they cannot take part in, or 
accept responsibility for, them.® 


M. Poincaré read a statement giving his view as follows: 


The Government of the Republic for their part have 
examined very attentively and carefully the British 
proposals, and the longer they have studied them, the 
more have they felt obliged to recognize that the 
proposals would involve, together with a considerable 
reduction of the debt owing to France, the overthrow of 
the Treaty of Versailles, and that it is impossible for 
them to accept such a solution.® 


A week later French and Belgian troops proceeded to 
the military occupation of the Ruhr Valley, after Germany 


had been declared by the Reparation Commission to be in 
voluntary default on timber and coal deliveries. On 
January 13, 1923, the German Government notified the 
Reparation Commission that reparation deliveries would be 
discontinued to the Powers taking part in the Ruhr oc- 
cupation,’? which she declared to be in violation of the 
treaty of peace. Thereupon, the Reparation Commission 
declared, on January 26, that the German notification 
of the 13th cancelled the German request of November 
14, 1922, for a moratorium, that the schedule of payments 
of May 5, 1921, came into operation as from January I, 
1923, and that consequently Germany was in general de- 
fault in the performance of her obligations toward France 


5 Misc. No. 3, 1923, DP. 194. 

6 Ibid. 

™ New York Times, Jan. 15, 1923, p. 1. 

® For the subsequent discussions between the Allied Governments concern- 
ing the legality of the occupation of the Ruhr, see the editorial by the writer 
in The American Journal of International Law for October, 1923, Vol. 17, 


PP. 724-733. 
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and Belgium.* Deliveries to the non-occupying Powers 
were later discontinued pursuant to the German notifica- 
tion of August 11, 1923.?° 

The occupation of the Ruhr Valley by the armed forces 
of France and Belgium was followed by measures taken by 
the German Government to impede this policy and to 
delay the payment of reparations. The enforcement of 
these measures became known as “passive resistance.” 
Their execution was financed from Berlin by means of 
the printing press, and the consequent inflation of the cur- 
rency brought Germany’s economic fabric to the point of 
utter collapse.“ 

During the spring of 1923, the German Government 
submitted several proposals for the settlement of the repara- 
tion question. The main points of the last one, contained 
in the German note of June 7, 1923, were: 

1. A proposal to submit to an impartial international 
tribunal the question of Germany’s capacity to pay, coupled 
with an undertaking to furnish such a body with all possible 
information and assistance in conducting the investigation 
and to accept its decision as regards both the amount and 
the mode of payment. 

2. The assignment of the following specific guarantees 
as securities for payment: 

(a) A first mortgage of 10 milliard gold marks, carrying 
5% interest, upon the German railway system, which 
Germany offered to detach from the other state property 
and transform into a separate fund. 

(b) A first mortgage of 10 milliard gold marks, carrying 
5% interest, upon the entire business, industry, banking, 
trade, traffic and agriculture of the country. 

(c) As security for the annual payments, the German 

* Text of the decision of the Reparation Commission in New York Times, 
Jan. 27, 1923, p. I. 

1° Text of note to Reparation Commission, London Times, Aug. 14, 1923, 
F = By the middle of September, 1923, ‘Berlin was supplying the Ruhr popula- 
tion with paper marks amounting to a weekly total of 3,500,000,000,000,000. 


(See proclamation of President Ebert of Sept. 26, 1923, printed in the New 
York Times of Sept. 27, 1923, p- 2.) 
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Government agreed to pledge the customs duties on luxuries, 
the excise duties on tobacco, beer, wine and sugar, and the 
receipts of the spirits monopoly. 

3- The summoning of a conference between German and 
Allied representatives in order to work out a detailed scheme.” 

The British Government was of the opinion that these 
proposals marked a sufficient advance in the German offers 
of settlement to justify careful consideration, and accord- 
ingly suggested that the Allies accept the proposal for an 
impartial international tribunal so far as it could be carried 
out within the frame-work of the Treaty of Versailles and 
with results not inconsistent with the treaty stipulations; 
that a careful examination of the stabilization of the mark 
and the balancing of the German budget be an inseparable 
feature of the inquiry into the guarantees offered by Ger- 
many, and that such guarantees must include provision 
for some form of international control of German financial 
administration.™ 

But France and Belgium consistently declined all offers 
of new proposals from Germany until the passive resistance 
in the Ruhr had ceased. 

After eight months of resistance to the efforts of the oc- 
cupying forces to collect or induce the payment of repara- 
tions, the German Government was brought to the point 
of economic exhaustion where it found it necessary to 
relinquish the struggle, and on September 26, 1923, Presi- 
dent Ebert called upon the population to give up “ passive 
resistance,’ and the government subsequently annulled 
the ordinances and instructions which had been issued to 
encourage the resistance." 

In due course of events, and after an interchange of 
diplomatic notes between Great Britain and the United 
States, on the one hand, and Great Britain and France, 


12 For the text of the German proposal of June 7, 1923, see British white 
paver. Correspondence with the Allied Governments respecting Reparation 
‘ayments by Germany, Misc. No. 5 (1923), pp. 2-4. 


3 For the identic ae ae to the German ernment proposed by the British 


Government, see M » 1923, DP. 22-25. 
4 Text of proclamation in “idee York Times, Sept. 27, 1923, p. 2. 
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on the other, in which the United States renewed the offer 
contained in Secretary Hughes’ address of December 29, 
1922, “‘to take part in an economic conference in which all 
the European Allies chiefly concerned in German reparations 
participate, for the purpose of considering the questions of 
the capacity of Germany to make reparation payments 
and an appropriate financial plan for securing such pay- 
ments,’’'5 the German Government informed the Repara- 
tion Commission on October 24, 1923, that it was prepared 
to resume the deliveries provided by the Treaty of Versailles, 
but that the economic situation in Germany deprived the 
Government of the possibility of raising the funds requisite 
to enable it to pay for the deliveries stipulated in the 
treaty. The Reparation Commission was therefore re- 
quested by the German Government to “enter upon an 
examination of the resources and capacity of Germany in 
pursuance of Article 234 of the Treaty of Versailles, as 
well as to let representatives of the German Government 
have an opportunity of stating with full particulars the 
actual status of the resources and capacity of Germany.’’!* 
The Reparation Commission on November 30, 1923, voted 
the following decision: 
With a view to examining, in conformity with the 
provisions of Article 234 of the Treaty of Versailles, 
the resources and also the capacity of payment of Ger- 
a and after having given to the representatives 
of that country an equitable opportunity of being 
heard, the Reparation Commission decides to con- 
stitute two committees of experts belonging to the 
Allied and Associated countries. The one is to be 
charged with the inquiry into the means of balancing 
the budget and the measures to be taken to stabilize 
the currency, the other is to consider the means of 


estimating the value of capital which has escaped from 
Germany and of bringing about its return.” 


15 For the British and American exchange of notes of October 13-15, 1923, 
see World Peace Foundation pamphlet, Vol. VI, No. 5, entitled ‘‘ Reparation— 
Part V—The Dawes Report,” pp. 338-342. See, also, the communiqué of 
the French Foreign Office, Oct. 28, 1923, in reply to the proposal of the British 
Government for the creation of a committee of experts, ibid., pp. 342-344. 

16 Text of note to Reparation Commission, New York Times, Oct. 25, 1923, 


Pp. 2. 
™ London Times, Dec. 1, 1923, p. 10 
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As members of the first committee, the Reparation 
Commission appointed Charles G. Dawes, Chairman; and 
Owen D. Young, of the United States; Robert M. Kindersley 
and J. C. Stamp, of Great Britain; J. Parmentier and Edgard 
Allix, of France; Alberto Pirelli and Federico Flora, of 
Italy; and E. Francqui and Maurice Houtart, of Belgium. 
The committee was organized on January 14, 1924, and 
divided into two sub-committees, one on the stabilization 
of the currency and the other on the balancing of the budget. 
The former held 81 meetings and the latter 63, while the full 
committee met 54 times. The English version of the report 
covers 57 printed pages of a Blue Book," and is accompanied 
by nine annexes of documents containing details which 
occupy 60 additional pages. 

As members of the second committee the Reparation 
Commission appointed Reginald McKenna, of Great 
Britain, Chairman; Henry M. Robinson, of the United 
States; André Laurent-Atthalin, of France; Mario Alberti, 
of Italy; and Albert-Edouard Janssen, of Belgium. This 
committee convened at Paris on January 21, 1924, and held 
38 meetings in Paris and Berlin. The report of the com- 
mittee states: “‘We have examined numerous witnesses 
and have availed ourselves of the services of trained 
economists, technical advisers and expert accountants. 
We have also studied the published works on the subject 
by well-known economists, and each member of the com- 
mittee has furnished reports on particular problems.’’!® 

On the first part of its inquiry, the committee “after 
a close examination of all the factors which make up the 
total sum, are of opinion that German capital abroad of 
every kind, including capital of varying degrees of liquidity 
and capital invested in participations in foreign companies 
and firms, and after taking into account all credit and debit 
items was at the end of the year 1923 not less than 5.7 
milliard gold marks and not more than 7.8 milliard gold 

% Reports of the Expert Committees appointed by the Reparation Com- 
mission. Cmd. 2105 

19 British blue book, Cmd. 2105, p. 126. 
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marks, and we think that the middle figure of 634 milliard 
gold marks is the approximate total’ (p. 128). The com- 
mittee considered that the foreign currency in Germany 
must not be overlooked as a ‘German holding in the most 
liquid form for conversion into foreign assets.’’ The total 
of this currency was estimated at one milliard two hundred 
million gold marks. The committee further reported that 
the property in Germany held by foreigners from which 
Germany receives an annual yield should not be left out of 
account in taking a broad view of German financial ca- 
pacity, and the committee estimated that the real estate 
and securities owned in Germany by foreigners represent 
a value of from one milliard to one and one-half milliard 
gold marks (pp. 128-9). 

As to the second part of its inquiry, the McKenna com- 
mittee reported that the flight of capital arose principally 
from the failure of the Government to bring its budget 
into proper relation, from the raising of large loans and the 
direct issue of paper money; the action of speculators and 
investors who sold their marks against the currency of 
other countries, and the retention abroad by exporters of 
all that was possible of the proceeds of their sales. In 
particular, the committee reported, ‘the flight of capital 
was accentuated by the attitude of the people of Germany 
towards payments to her war creditors, and was marked 
by new and ingenious devices and schemes for evading 
restrictive legislation and for cloaking the real ownership 
of foreign balances” (p. 129). The committee reported 
that “neither legal enactment nor severe penalties resulted 
in disclosure of assets abroad or hampered the flight of 
capital” and that the only way to prevent the exodus of 
capital from Germany and to encourage its return is to 
eradicate the cause of the outward movement. “Inflation 
must be permanently stopped”’ (p. 129). The committee 
suggested that during the period of transition in Germany 
“an amnesty should be granted for a limited time from the 
penalties imposed by existing enactments and that special 
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terms be offered for subscriptions to Government loans 
made in foreign currencies” (p. 130). 

Taking now the report of the first committee, Chairman 
Dawes in his letter transmitting the report to the Repara- 
tion Commission, states that: 


In the preparation of this report, the committee 
has carefully and laboriously covered the broad field 
of investigation. It has had the constant cooperation 
of able staffs of experts, gathering information, digest- 
ing it and presenting it. It conducted, on the ground, 
an examination of the officials of the German Gov- 
ernment and representatives of its labor, agriculture, 
and industry. It received from the German Govern- 
ment and its representatives voluminous and satis- 
factory answers in response to its written inquiries. 
In connection with various features of its report, both 
for gathering information and for advice, it has called 
to its assistance outside experts of international reputa- 
tion. The published reports and statements of econ- 
omists of world-wide standing have been in its hands. 
It has had the benefit of the accumulated information 
heretofore gathered by your Commission (p. 3). 


The report states that the committee approached its 
task ‘‘as business men anxious to obtain effective results. 
It has not seemed necessary to establish the 
causes, nor the responsibility for those causes, which have 
operated to produce the present state of German finances 
and currency, except in so far as a recognition of their 
character is required for the prescription of remedies.” 
The problem presented was the practical means of recover- 
ing the debt of Germany to the Allies under the Treaty of 
Versailles, not ‘the imposition of penalties and the guaran- 
tees which we propose are economic and not political. 
If political guarantees and penalties intended to 
ensure the execution of the plan proposed are considered 
desirable, they fall outside the Committee’s jurisdiction” 
(pp. 12-13). 
As an essential agency for creating in Germany a unified 
and stable currency the committee proposes the establish- 
ment of a new bank of issue, the principal functions of 
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which will be the exclusive right to issue paper money for 
a period of fifty years and to act as the depository and fiscal 
agent of the German Government. “Treaty funds col- 
lected in Germany are all to be deposited in the new bank 
to the credit of a special account and are only to be with- 
drawable by the creditor nations under conditions and safe- 
guards which will adequately protect the German exchange 
market and the interest of the creditor nations and the 
German economy.” The bank will be directed by a German 
president and managing board but, in order to safeguard the 
observance of its statutes, the bank will have a further 
governing body known as a General Board which will 
consist of seven Germans and seven foreigners, one each of 
British, French, Italian, Belgian, American, Dutch and 
Swiss nationality. One of the foreign members will be 
known as the “commissioner” who “will be responsible 
for seeing that there is no infringement of the provisions 
relative to the issuance of notes and the maintenance of 
the bank’s reserves. Decisions of the General Board will 
require a majority vote of ten of the fourteen members 
unless both the president and the commissioner are in- 
cluded in the majority, in which case a simple majority will 
be sufficient.” The new bank will have a capital of 400,- 
000,000 gold marks, part to be subscribed in Germany and 
part abroad (pp. 15-16). The total amount of the foreign 
loan proposed is 800,000,000 gold marks, which will be 
deposited in the new bank as a contribution to its gold 
reserves and for financing essential deliveries in kind dur- 
ing the preliminary period of economic rehabilitation 
(p. 38). 

As normal resources from which Germany should make 
payments to meet her treaty obligations, the committee 
recommends the following sources: (a) from her ordinary 
budget; (b) from railway bonds and transport tax; (c) 
from industrial debentures (p. 24). 

The committee repudiates ~he view that “Germany’s 
full domestic demands constitute a first charge on her re- 
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sources and that what is available for her treaty obliga- 
tions is merely the surplus revenue that she may be willing 
to realize’”’ (p. 18). The committee states that “It is not 
open to dispute, as a simple principle of justice, and it is 
contemplated by the treaty that the German people should 
be placed under a burden of taxation at least as heavy as 
that borne by the people of the Allied countries.”” It adds: 
“No single person in Germany, whether speaking as an 
individual or representing any section of the nation, has 
failed to accept that principle when it has been squarely 
put to him” (p. 20). At the same time, the committee 
reports, “if a prior obligation for reparation that is fixed 
for Germany to pay, together with an irreducible minimum 
for her own domestic expenditure make up in a given year 
a sum beyond her taxable capacity, then budget instability 
at once ensues and currency stability is also probably 
involved. In that event, an adjustment of the treaty 
obligations of the year is obviously the only course possible” 
(p. 18). 

The committee fully recognizes “both the necessity and 
the justice of maintaining the principle embodied in the 
treaty that Germany’s payments should increase with what 
may prove to be the increase in her future capacity,’”’ and 
that ‘‘an estimate now made once for all might well under- 
estimate this.’’ To meet this situation, the committee - 
provides for a fixed annual payment and a variable addi- 
tion thereto dependent upon a composite index figure 
designed to reflect Germany’s increasing capacity (p. 19). 
The index is to be ascertained from the following six sets 
of representative statistics: railway traffic, population, 
foreign trade, consumption of tobacco, etc., budget ex- 
penditure and consumption of coal. An average of years 
(chiefly 1926, 1927, 1928, and 1929) is to be taken as the 
base, and the average of these six percentages will be taken 
as indicating the proportionate increase to be added to the 
treaty sums demanded in a given future year. The com- 
mittee believes that: 
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Under this system Germany will retain her incentive 
to develop, as she retains the major part of the ad- 
vantage of any increase in eae while the Allies 
obtain a reasonable share in this increase and avoid 
the risk of losing through a premature estimate of 
future capacity, 

At the same time, the adoption of a method involving 
not discretionary but automatic application, gives 
the necessary assurance from the commencement both 
to Germany and the world that treaty demands will 
not, in the —_— to which the settlement relates, be 
again the subject of negotiation and dispute (p. 21). 


The second source recommended by the committee 
for deriving treaty payments is the issuance of 11,000,000,- 
ooo gold marks first mortgage bonds on the German rail- 
ways, bearing 5% interest and 1% sinking fund per annum. 
The bonds are to be received and administered by a trustee 
appointed by the Reparation Commission. The committee 
reports that, while it is true that the German railway sys- 
tems have passed through a period of great difficulty since 
the war from causes which were largely beyond their control, 
they have been enormously overstaffed and extravagant 
capital expenditures have been made. The situation has 
been improved by the separation of the railways from the 
ordinary administration and assimilation to a business 
concern, by the slackening of capital construction, and the 
raising of fares to a point where some profit is provided, 
but the committee regards these measures as insufficient. 
Railway experts consulted by the committee estimate the 
capital value of the railways on a conservative basis at 
26,000,000,000 gold marks, unincumbered with old debts 
which were extinguished by the depreciation of the mark, 
and the committee is convinced that “under proper man- 
agement, under unified control, and with a proper tariff 
policy, the railways can without difficulty earn a fair return 
upon their present capital value.’’ The committee con- 
cludes, however, that “it would be useless to expect any- 
thing approaching the full measure of improvement which 
is possible, so long as the railways remain in the control 
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of the government.” It consequently recommends the 
conversion of the railways into a joint stock company 
to be managed by a board of eighteen directors, nine to be 
chosen by the German Government and private holders 
of preference shares, and nine to be named by the trustee 
of the bonds, five of whom may be German. The Chairman 
of the Board and the General Manager will be German, and 
the Railway Commissioner will represent the interests of 
the bond-holders. In addition to the 11,000,000,000 bonds 
issued for reparation account, the new railway company is 
to have a capital of 2,000,000,000 of preference shares 
and 13,000,000,000 of common stock. One and one-half 
milliards of the preference shares are to be set aside in the 
treasury of the company for sale to private persons, and the 
proceeds of the sale of the other 500,000,000 of preference 
shares and all of the common shares are to go to the German 
Government (pp. 29-30). 

Finally, the committee recommends a contribution to 
reparation payments from German industry in a sum of not 


less than 5,000,000,000 gold marks to be represented by 
first mortgage bonds bearing 5% interest and 1% sinking 
fund. These bonds will be received and administered 
by a trustee appointed by the Reparation Commission. 
In justification of this recommendation the committee 


reports: 


This amount of bonds is less than the total debt of 
industrial undertakings in Germany before the war. 
Such indebtedness has for the most part been dis- 
charged by nominal payments in depreciated cur- 
rency, or practically extinguished. In addition the 
industrial concerns have profited in many ways through 
the depreciated currency, such as the long delayed pay- 
ment of taxes, by subsidies granted and advances 
made by the German Government, and by depreciation 
of emergency money which they have issued. On the 
other hand it is incontestably true that there have 
also in many instances resulted losses, through the 
depreciation of currency, from the sale of output at 
fixed prices and in other ways. 

It is unnecessary for the committee to make an 
estimate of the total amount of such profits and losses; 
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it is sufficient to say that the committee is satisfied that 
a burden of mortgage debt of the amount of 5,000,000,- 
ooo gold marks on the industries of Germany, fairly 
apportioned, bearing a moderate rate of interest and 
payable on long maturity, does not create a burden 
greater than that which would have existed had there 
been no depreciation of currency. 

In fact the fairness of such a proposal has been recog- 
nized by the German Government itself in a proposal 
submitted on 7 June, 1923, to all the Allied and 
Associated Governments. 

This proposal was later confirmed by persons in 
high authority in the subsequent and present German 
Governments. 

The offer referred to was of ten milliard gold marks, 
covering business, industry, banking, trade, traffic 
and agriculture. The request of the committee is for 
five milliards only and it suggests the exemption of 
agriculture from the obligations of the mortgage (pp. 
31-32). 


The committee finds that Germany must be given a 
certain period within which to recover her economic equilib- 
rium, and makes provision for minimum reparation pay- 
ments for a two-year “budget moratorium period,” and 
a second two-year “transition period,” the payments not 
becoming standard until the fifth year. The following 
summary is provided by the committee of the treaty 
payments contemplated in these respective years (p. 32): 

Million 
gold marks 
BUDGET MORATORIUM PERIOD 


First Year: from foreign loan and part interest (200 
millions) on railway bonds; 
Total of .. 1,000 
Second Year: from interest on railway bonds (including 
130 millions balance from first year) and interest on 
industrial debentures and budget contribution, in- 
cluding sale of railway shares; 
Tetth Ohsec: <a. c:-<tenvace ch aes ee ae 


TRANSITION PERIOD 
Third Year: from interest on railway bonds and indus- 
trial debentures, from transport tax and from budget; 
Total of . . 1,200 
subject to contingent addition or reduction not ex- 
ceeding 25q,gold marks. 


within, Ve 
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Fourth Year: from interest on railway bonds and indus- 
trial debentures, from transport tax and from budget; 


Totalof .. va gD 
subject to contingent. addition or reduction not ex- 


ceeding 250 million gold marks. 
STANDARD YEAR 


Fifth Year: from interest on railway bonds and indus- 
trial debentures, from transport tax and from oat 
MEG WE is Ga BOR see) 2 ee 2,500 


The report states clearly that the above payments 
“comprise all amounts for which Germany may be liable 
to the Allied and Associated Powers for the costs arising 
out of the war, including reparation, restitution, all costs 
of all armies of occupation, clearing house operations 

commissions of control and supervision, etc.” (p. 
33)- 

The committee considered it to be outside its competence 
“to establish a limit of years or of amount for the working 
of the index, nor is it within their competence to fix the 
number of annuities which Germany will have to pay, as 
this would practically mean the fixation of a new German 
capital debt’’ (p. 20). A communiqué of the French Foreign 
Office, dated October 28, 1923, two days before the appoint- 
ment of the Dawes committee, states that “France will 
not accept that a committee of experts make any changes 
in the amount of the debt as fixed May 1, 1921, and will 
give its consent to no reduction whatsoever in the amount 
of the obligations of Germany as determined by the Repara- 
tion Commission in May, 1921.’’2° 

Concerning the economic potentialities of Germany for 
carrying out the plan, the committee makes the following 


observations: 


The task would be hopeless if the present situation 
of Germany accurately reflected her potential capacity; 
the proceeds from Germany’s national production could 
not in that case enable her both to meet the national 
needs and to ensure the payment of her foreign debts. 

But Germany’s growing and industrious population; 


%” Text in London Times, Oct. 29, 1923, p. 12. 
[ 20] 








499 





her great technical skill; the wealth of her material 
resources; the development of her agriculture on pro- 
gressive lines; her eminence in industrial science; all 
these factors enable us to be hopeful with regard to 
her future production. 

Further, ever since 1919 the country has been im- 
proving its plant and equipment; the experts specially 
appointed to examine the railways have shown in their 
report that expense~has not been spared in improvin 
the German railway system; telephone and telegrap 
communications have been assured with the help of 
the most modern appliances; harbors and canals have 
likewise been developed; lastly, the industrialists have 
been enabled further to increase an entirely modern 
plant which is now adapted in many industries to pro- 
duce a greater output than before the war. 

Germany is therefore well equipped with resources; 
she possesses the means for exploiting them on a large 
scale; when the present credit shortage has been over- 
come, she will be able to resume a favored position in 
the activity of the world where normal conditions of 
exchange are gradually being restored (pp. 14-15). 


As to the financial burden which will devolve upon the 
individual German should the plan be adopted, the com- 
mittee “is confident that it lies within the power of the 
German people to respond to the burdens imposed by the 
plan, without impairing a standard of living comparable 
to that of the Allied countries and their neighbors in Europe, 
who are likewise subject to heavy burdens, largely resulting 
from the catastrophe of the war” (p. 42). 

The plan provides that the definite act of the German 
Government in meeting its financial obligations will be 
the payment of all reparation moneys, including interest 
and sinking fund on railways and industrial debentures, 
transport tax and budget contributions, in gold marks or 
their equivalent in German currency, into the bank of 
issue to the credit of an ‘‘ Agent for Reparation Payments” 
to be appointed by the Reparation Commission (p. 34). 

The committee points out that “‘There has been a ten- 
dency in the past to confuse two distinct though related 
questions, i. e., first, the amount of revenue which Ger- 
many can raise available for reparation account, and, 
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second, the amount which can be transferred to foreign 
countries. The funds raised and transferred to the Allies 
on reparation account cannot, in the long run, exceed the 
sums which the balance of payments makes it possible to 
transfer, without currency and budget instability ensuing. 
But it is quite obvious that the amount of budget surplus 
which can be raised by taxation is not limited by the entirely 
distinct question of the conditions of external transfer” 
(p. 22). To safeguard the stability of the budget and the 
currency, the committee accordingly provides that the use 
and withdrawal of the moneys deposited in the bank of 
issue for the account of reparations will be controlled by 
a committee consisting of the Agent for Reparation Pay- 
ments and five persons skilled in matters relating to foreign 
exchange and finance, representing five of the Allied. and 
Associated Powers. ‘‘This committee will regulate the 
execution of the programme for deliveries in kind and the 
payments under the ‘Reparation Recovery Act,’ ” and 
“also control the transfer of cash to the Allies by the pur- 
chase of foreign exchange”’ (p. 35). 

The committee emphasizes that its whole report is based 
on the hypothesis that the fiscal’ and economic unity of 
Germany will be restored and, while it regards questions 
of military occupation as not coming within its competence, 
the committee assumes that the existing measures, in so 
far as they hamper German economic activity, will be 
withdrawn or sufficiently modified so soon as Germany has 
put the plan into execution. “If the economic system now 
in operation in occupied territory be modified,”’ the com- 
mittee “is unanimously of the opinion that a settlement of 
reparation must be reinforced by adequate and productive 
securities’’ (pp. 13-14). For this purpose the committee 
suggests that the German revenues from customs, alcohol, 
tobacco, beer and sugar, be assigned to Germany’s treaty 
creditors as collateral for the payment of the sums charged 
annually on the German budget (p. 37). The total yield 
of the assigned revenues will be paid into the account of 
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the Agent for Reparation Payments through the receiving 
offices immediately on receipt. The amounts required to 
meet the reparation charges in the budget will be retained 
and the balances periodically released to the German Gov- 
ernment (p. 62). Any defaults in payments for the service 
of the railway bonds or industrial debentures may be de- 
ducted from the assigned revenues (pp. 106 and 109). 
These revenues will be supervised by a commissioner to 
be appointed by the Reparation Commission who may be 
selected from a neutral country, and who will be assisted 
by an advisory committee on which each of the interested 
Allied countries will be represented. The general functions 
of the commissioner will be to ascertain that all assigned 
revenues are properly obtained from the public and flow 
through the control administration (pp. 62-63). 

If the economic precautions against default are distaste- 
ful to Germany, we have the assurance of General Dawes in 
his covering letter to the Reparation Commission that: 


The thorough effectiveness of these safeguards should 
not embarrass the normal economic functioning of 
Germany, and is of fundamental importance to her 
creditors and to Germany. 

Great care has been taken in fixing conditions of 
supervision over Germany’s internal organization so 
as to impose the minimum of interference consistent 
with proper protection. This general plan, fair and 
reasonable in its nature, if accepted, leads to an ultimate 
and lasting peace. The rejection of these proposals by 
the German Government means the deliberate choice 
of a continuance of economic demoralization, eventually 
involving her people in hopeless misery (p. 3). 


The foregoing summary of such an extensive and com- 
plicated subject naturally omits many detailed provisions 
necessary to complete and round out the plan in its entirety; 
but it will give a general idea of the solution of the repara- 
tions problem which General Dawes said in his covering 
letter to the Reparation Commission “if accepted, will 
lead to an ultimate and lasting peace.” 

The plan is not considered to be in the nature of a political 
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compromise, for General Dawes states in his letter to the 
Reparation Commission: ‘In speaking of my colleagues 
and as bearing upon the value of this report, I feel that I 
should make it known to your Commission and to the 
world, that their governments have in no case limited their 
complete independence of judgment and action, either 
before or after their appointment by you. Limited only 
by the powers granted by your Commission, each has per- 
formed his arduous and responsible work as a free agent. 
These men, searching for truth and advice thereon, were 
answerable only to conscience”’ (p. 4). 

In this respect the plan corresponds to the suggestion 
made by Secretary of State Hughes in his speech at New 
Haven, Connecticut, on December 29, 1922, that “the 
first condition of a satisfactory settlement is that the ques- 
tion [of German reparations] should be taken out of politics. 

If statesmen cannotagree . . . why should 
they not invite men of the highest authority in finance in 
their respective countries—men of such prestige, experience 
and honor that their agreement upon the amount to be 
paid, and upon a financial plan for working out the pay- 
ments, would be accepted throughout the world as the most 
authoritative expression obtainable? Governments need 
not bind themselves in advance to accept the recommenda- 
tions, but they can at least make possible such an inquiry 
with their approval and free the men who may represent 
their country in such a commission from any responsibility 
to foreign offices and from any duty to obey political in- 
structions. In other words, they may invite an answer to 
this difficult and pressing question from men of such stand- 
ing and in such circumstances of freedom as will insure a 
reply prompted only by knowledge and conscience.’ 

On April 11, 1924, the Reparation Commission decided 
that the experts’ reports “offer a practical basis for the rapid 
solution of the reparations problem,” but reserved its 
approval and action until Germany declared its willingness 


“% Current History, Feb., 1923, pp. 844-845. 
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to qatat “tate in the execution of the experts’ plans. To 
this cud :) ordered a hearing of the German delegates on 
April 17.% On April 16 the German Government 
sent to the Reparation Commission a note declaring its 
willingness to collaborate in the execution of the experts’ 
plans.” 

On April 17 the Reparation Commission unanimously 
decided “to approve within the limits of its powers the 
conclusions set forth in these reports and to adopt the 
methods therein recommended.’’ On the same day the 
Commission officially transmitted the reports to the gov- 
ernments concerned recommending the conclusions coming 
within their jurisdiction “in order that the plans proposed 
might be brought into full operation without delay.” 
At the same time the Commission asked the German Gov- 
ernment to submit the drafts of laws, decrees and other 
measures intended to insure the complete execution of 
the plans and to notify the Commission of the names of 
the German members of the various committees provided 
in the Dawes report.* 

Replies to the Reparation Commission were received from 
the Belgian, British and Italian Governments under date 
of April 24, and from the French Government under 
date of April 25, 1924.25 The Belgian and Italian Govern- 
ments expressed their willingness to accept the experts’ 
conclusions in their entirety. 

The British Government replied that, since the plan 
does not involve any reduction in the total of the German 
reparation debt and as any necessary modifications of the 
schedule of payments of May, 1921, are within the compe- 
tence of the Reparation Commission, specific authority 
from the governments represented on the Commission is 


not required on these points under Article 234 of the Treaty 


2 Text of communiqué in the London Times, April 12, 1924, p. 12. 
% Text in the London Times, afl 17, 3924 
% Text of communiqué in the New York Times, A) 18, 1924, p. 1, and of 
the come of ee ee to ree led Governments, April 
5% F984» n urope Nouvelle, VY 3, 1924, D. 
% French text in L’Europe Nouvelle, May 3, 1924, pp. 582-3. English 
texts in the New York Times, April 27, 19°4, pp. 1, 3- 
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of Versailles. The recommendations of the experts coming 
within the jurisdiction of the Allied Governments were 
stated in the British reply as follows: “(a) restoration 
of the economic and fiscal authority of the German Govern- 
ment over the whole of the German territories; (b) the 
steps necessary to give binding effect to new guarantees 
and controls so far as these may not be clearly covered by 
the existing provisions of the Treaty of Versailles; (c) 
the inclusion of all the financial liabilities of Germany under 
the peace treaty in a single annuity.’’ Concerning these 
points and upon any other recommendations of the experts 
which the Reparation Commission may hold will require 
the endorsement or action of the Allied Governments, the 
British Government expressed its willingness to do anything 
in its power to give practical effect to the recommendations 
of the committee. 

The French reply expressed satisfaction with the report 
of the experts which, it said, would enable the Reparation 
Commission to consider, in conformity with the provisions 
of Article 234 of the Treaty of Versailles, the resources and 
capacity of Germany and to pronounce a definite decision 
which will embody the conclusions contained in the reports 
and give them practical form. Until this has been done and 
the Allied Governments have ascertained whether the 
German Government has taken the necessary measures 
to carry out the Commission’s decisions, they will not be 
able, the French reply stated, to take useful action. Re- 
garding the recommendation of the experts that the 
economic and financial unity of the Reich should be restored 
as soon as the plan is put into execution, the French reply 
stated that “‘the governments will have to consider together 
under what conditions the guarantees at present held by 
France and Belgium shall be merged into or exchanged 
for those which will be handed over as an undivided whole 
to all the Allies. These operations cannot, however, take 
place until Germany has effectively put the plan into 
execution. It is for the governments to determine by com- 

[ 26 ] 











> ee 


505 


mon agreement the guarantees which these operations 
may render necessary.” 

On April 28 the German Government communicated 
to the Reparation Commission the names of its representa- 
tives to serve on the currency commission, the railways 
commission, and the economic commission to be set up 
under the Dawes report.** A conference of Allied Premiers 
will meet in London on July 16 to discuss the execution 
of the Dawes plan. The American Government has been 
invited to take part in the conference, and the American 
Ambassador at London has been instructed by the State 
Department to attend ‘for the purpose of dealing with such 
matters as affect the interests of the United States, and 
otherwise for purposes of information.”” 

One matter involved in the execution of the Dawes plan 
which very definitely affects the interests of the United 
States is the payment of the costs of its armies of occupa- 
tion formerly in the Rhine territories. By the agreement 
signed at Paris on May 25, 1923, between the United States 
and the Allies, it was provided in substance that the amount 
due to the United States shall be paid in twelve annual 
installments out of future cash payments credited to 
Germany.*% Another matter which may affect the interests 
of the United States is the payment of American claims 
against Germany now being adjudicated by the Mixed 
Claims Commission established under the Treaty of Berlin 
of August 10, 1922, for which German property in America 
in the control of the Alien Property Custodian is being 
held as security under the Joint Resolution of July 2, 1921, 
and the treaty of peace with Germany of August 25, 1921.”° 

In making public the instructions to the American 
Ambassador to attend the conference of Premiers in London, 

% London Times, April 29, 1924, p. 12. 


7 Washington Post, June 26, 1924, p. I. 
% See summary of this agreement in The American Journal of International 


Law, Vol. 17, 1923, pp. 513-517. 

29 These two treaties are printed in the Supplement to The American Journal 
of International Law, 1922, Vol. 16, pp. 10 and 171. The treaty of peace in- 
corporates the pertinent provisions of the Joint Resolution of July 2, 1921. 
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the White House announcement stated that “it is the 
desire of the Administration that the Dawes plan should 
be put into effect as speedily as possible. This is the first 
essential step to economic recovery abroad in which this 
country is vitally interested.”’ 

On the whole, it seems hopeful that the universal con- 
science, to which Chairman Dawes appeals in his letter of 
April 9 transmitting the plan of his committee to the 
Reparation Commission, will agree with him that it is 
based “upon those principles of justice, fairness, and 
mutual interest, in the supremacy of which not only the 
creditors of Germany and Germany herself, but the world, 
has a vital and enduring concern.” 
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II 


THE LONDON CONFERENCE ON THE 
APPLICATION OF THE DAWES PLAN! 


By GeorceE A. FINCH 


[Reprinted from The American Journal of International Law, 
Vol. 18, No. 4, October, 1924] 


The Dawes plan for recovering the reparation debt of 
Germany to the Allies under the Treaty of Versailles was 
accepted by all of the interested parties at London on 
August 16, 1924, and certain agreements necessary to 
enable the plan to be brought into operation were drawn 
up and initialed. Formal signatures to them were attached 
on August 30 after the French Parliament had approved 
the work of the conference on August 24 and 26, and 
the laws for carrying the plan into effect had been passed 
by the German Reichstag on August 29. The process 
of putting the plan into operation was thereupon promptly 
started. Immediately after the signatures had been at- 
tached on August 30, the French Government issued 
instructions for the evacuation of a section of the Ruhr, 
and the Reparation Commission on the same day announced 
the appointment of the principal officials who are to ad- 
minister the plan, namely, the Agent General for Repara- 
tion Payments, Mr. Owen D. Young of the United States, 
ad interim (the appointment of Mr. Seymour Parker 
Gilbert, formerly Assistant Secretary of the United States 
Treasury, as the permanent Agent General was announced 
September 4); Trustee of the Railway Bonds, M. Dela- 
croix of Belgium; Trustee of the Industrial Debentures, 
Signor Nogara of Italy; Commissioner of Controlled 

1 The official proceedings of the conference are not available at the time of 
writing this article. For the facts and information contained herein, use has 
been made of the London Times for July and August and the first half of Sep- 


tember, especially the daily account of the conference published during its 
sessions. 
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Revenue, Mr. Andrew McFadyean of Great Britain. Two 
days later, namely, on September 1, the first installment 
of twenty million (20,000,000) gold marks, due from 
Germany under the plan, was paid to the Agent General 
for Reparation Payments, and the second installment was 
promptly paid ten days later. On September 4, the 
restrictions placed upon the movement of persons, goods 
and vehicles between occupied and unoccupied Germany 
were removed, and four days later the eastern customs line 
between the same territories was abolished. On September 
10, the first of the Ruhr political prisoners were set at 
liberty. 

Negotiations lasting exactly one month were required 
to reach the agreements for putting the Dawes plan into 
operation. The London Conference opened on July 16 
and the agreements were completed and ready for signature 
on August 16. In its organization and procedure the 
conference resembled in some respects the conference at 
Versailles in 1919. It was divided into two stages, first, 
the discussions between the Allies, and secondly, the 
negotiations with the Germans. In the first stage, the 
Allied countries having a direct interest in reparation pay- 
ments by Germany took part, namely, Belgium, British 
Empire (with the British Dominions and India represented 
by one delegate alternating on the panel system), France 
and Italy, who were represented by their Prime Ministers, 
Greece, Japan, Portugal, Rumania and the Serb-Croat- 
Slovene State, who were represented by their diplomatic 
envoys at London. The United States was represented 
by its ambassador at London, with especially limited powers, 
but he did not sign any of the agreements. 

Mr. Ramsay MacDonald, the British Premier, was 
elected President, and Sir Maurice Hankey, Secretary- 
General. The program adopted was contained in a Franco- 
British memorandum of July 9, and the topics on it 

2 Printed in British parliamentary paper, Misc. No. 12 (1924). For the 
correspondence concerning a previous program which met with vigorous op- 
position in France, see Misc. No. 10 (1924). 
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were assigned to three committees to consider and report, 
respectively, upon first, the procedure of declaring Germany 
in default under the Dawes plan, and the measures to be 
taken in such event; second, a plan by which German 
economic and fiscal unity should be restored; third, methods 
of making transfers of payments and deliveries in kind 
from Germany to the creditor countries. A legal com- 
mittee was later appointed to report upon the proper 
arrangements to be made with Germany for putting the 
Dawes report into operation without running counter to 
the Treaty of Versailles, and upon provisions for modifying 
the Dawes report, if necessary, and interpreting it after 
it became operative. 

The work of the committees was finished and their 
reports approved on August 2,3 when an invitation was 
sent to Germany to attend the conference. The second 
stage began on August 5 when the German delegation, 
headed by Chancellor Marx, arrived; but here the re- 
semblance to the Versailles Conference disappeared. Mr. 
MacDonald informed the Germans that there was a com- 
mon desire to attach signatures only after discussions in 
which every party had been fairly heard. He handed them 
copies of the committee reports previously agreed upon 
and invited them to submit comments in writing. After 
this was done, the German comments were classified and 
referred to the original committees of the conference, which 
were reconstituted with German members to deal with 
the German emendations. In summarizing the work of 
the conference at its closing session on August 16 Mr. 
MacDonald referred to this phase of it as follows: 

I believe we have given Europe something better 
than an agreement drafted by lawyers and printed 


on paper—we all negotiated, discussed, put ourselves 
in each other’s shoes. That is the greatest advance we 


8 The text of the reports of or first and third committees is printed in 
the London Times, Aug. 4, 1924. A ee of the report of the second 
committee is printed in the "Times, uly ao B The text of two reports 
by the committee of jurists is printed in the Fimes, July 29, p. 14, and Aug. 
4, D- 13. 
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have made, even when, in the end, one side or the other 
has been disappointed with the result. We are now 
offering the frst really negotiated agreement since 
the war; every party here represented is morally bound 
to do its best to carry it out, because it is not the re- 
sult of anultimatum. We have tried to meet each other 
as far as the public opinion of the various countries 
would allow us. This agreement may be regarded 
as the first Peace Treaty, because we sign it with a 
feeling that we have turned our. backs on the terrible 
years of war and war mentality.‘ 


The conference had to deal with numerous questions, 
some of an intricate technical nature involved in the 
practical operation of the Dawes plan, which could be and 
were solved by the experts on the committees, and others 
of an important political character which could only be 
decided by the heads of government in council. In the 
Inter-Allied stage of the conference, the question of 
declaring a German default in the execution of the 
Dawes plan was the most difficult to solve. The British 
Government. entered the conference in its antipathetic 
attitude toward the Reparation Commission, and seemed 
determined that the commission should not be vested with 
the power of declaring Germany in default under the Dawes 
plan, which it was argued exceeded the peace treaty 
provisions in the matter of deliveries in kind. France 
seemed equally determined to maintain the powers vested 
in the Reparation Commission by the Treaty of Versailles, 
seeking to keep the Dawes Committee within the position 
which it technically occupied, namely, that of a subordinate 
agency appointed by the Reparation Commission. 

During the second stage of the conference, the over- 
shadowing question was the military evacuation of the 
Ruhr. The German delegates naturally wished this to 
come about as soon as possible, and suggested six months 
as the maximum period during which evacuation should 
be accomplished. The British Government, although it 
did not take a formal part in these negotiations, informally 


4 London Times, August 18, 1924, p. 16. 
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made the military evacuation of the Ruhr a sine qua non 
of her signature to the London Agreements, and took the 
ground that military evacuation should take place con- 
currently with the economic evacuation. The French and 
Belgian Governments were disinclined to give up their hold 
on the Ruhr until the successful working of the Dawes 
plan had been demonstrated, and proposed two years as 
the maximum time within which their military forces should 
be withdrawn. In this connection, the French and Bel- 
gians also proposed that a few thousand of their nationals 
should be retained in the employ of the railways in the 
Ruhr for the security of their troops in the event of a 
German strike, and to be used as a nucleus in case reoccu- 
pation became necessary. 

As will be seen in the following analysis of the Agreements, 
the main questions in dispute were compromised. The 
Reparation Commission retains jurisdiction of the question 
of German defaults, but an American is to be added when 
the commission is considering any point relating to the 
Dawes report, and the provisions of the Treaty of Versailles 
are amended so as to provide for appeals to an arbitral 
commission from decisions of the Commission upon German 
defaults either under the treaty or the Dawes plan. The 
complete military evacuation of the Ruhr within one year 
was promised by France and Belgium and they gave up 
their demand for the retention of employees on the German 
railways. 

The documents embodying the arrangements of the con- 
ference at London consist of a protocol stating the general 
results, and four annexed agreements: (I) between the Rep- 
aration Commission and the German Government, contain- 
ing their respective undertakings to put the Dawes plan into 
effect ; (II) between the Allied Governments and the German 
Government, concerning Agreement No. I; (III) between 
the Allied Governments and Germany, enumerating the 
various steps to be taken on either side in order to put the 
plan into execution; (IV) an agreement between the Allies 
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amending Annex II to the reparation clauses of the Treaty 
of Versailles.® 

By Agreement No. I, which was signed on August 9,° 
the German Government undertakes to enact and enforce 
the laws and regulations required to carry out the recom- 
mendations of the Dawes plan, especially concerning 
the establishment of the bank of issue, the German rail- 
ways, industrial debentures, and the control of the revenues 
assigned as security for the reparation annuities. On its 
part, the Reparation Commission agrees to take proper 
measures to facilitate the issue of the German loan required 
by the Dawes plan, and to make all financial adjustments 
necessary to give effect to the plan. 

By Agreement No. II, the Allied Governments and 
Germany agree to submit to arbitration all disputes which 
may arise between the Reparation Commission and Ger- 
many with regard to the interpretation of Agreement 
No. I, the Dawes plan, or the German legislation enacted 
in execution of that plan. The arbitral body is to consist 
of three members appointed for five years, one by the 
Reparation Commission, one by the German Government, 
and the third by agreement between them, or, failing such 
agreement, by the President of the Permanent Court of 
International Justice. The Agreement then deals with the 
functions of the Transfer Committee, and provides a 
system of arbitration for the settlement of disputes relating 
to this section of the Dawes report. 

The Dawes plan provides that all reparation payments 
are to be deposited in the bank of issue to the credit of the 
Agent for Reparation Payments, who may withdraw them 
only under the direction of the Transfer Committee, which 
is composed of an American, French, English, Italian and 
Belgian member, with the Agent for Reparation Payments 
as chairman. The Transfer Committee is empowered by 
fing Bh: tones op ip aa he cae te tn, al Uae te prclichin, Ht eal be 
printed in the Supplement to The American Journal of International Law. 

* The other three agreements were initialled Aug. 16 and signed Aug. 30. 
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the plan to apply the bank balances (a) to payments for 
deliveries in kind; (b) to convert them into foreign cur- 
rencies for remission in accordance with the instructions 
of the Reparation Commission; and (c) to invest them 
under certain conditions in bonds or other loans in Ger- 
many.’ 

In this connection it should be noted that the Treaty of 
Versailles enumerates the products which may be demanded 
in kind and limits the period during which they are to be 
delivered. Under the treaty, coal and coke deliveries 
expire in 1930, and dyestuffs and chemicals in 1925. The 
Dawes committee gave special attention to the question 
of deliveries in kind, which, it said, are not really dis- 
tinguishable from cash payments in their financial effects. 
The committee recommended the continuance of such 
deliveries of the natural products of Germany and of ex- 
ports which do not entail the previous importation into 
Germany of a large percentage of their value. If not car- 
ried too far, the Dawes committee thought that such de- 
liveries would create a greater export surplus by stimulating 
German productivity and keep the reparation transfer as 
large as possible.*® 

By London Agreement No. II, Germany recognizes the 
right of the Transfer Committee to employ reparation 
funds to make payments for deliveries in kind on customary 
commercial conditions of any commodities or service, re- 
gardless of the ‘imitations fixed by the Treaty of Versailles 
either as to the nature of the products or the time of de- 
livery. Provision is also made for continuing deliveries in 
kind of the products enumerated in the Treaty of Versailles 
after the fulfillment by Germany of her treaty obligations. 
It is stipulated, however, that the programs for both classes 
of deliveries shall be fixed with due regard to the possi- 
bilities of production in Germany, to the position of her 
supplies of raw materials and to her domestic requirements 


7 Annex 6 to the Dawes Report, British parliamentary paper, Cmd. 2105, 
pp. 110-112. 
§ Cmd. 2105, pp. 33 et seq. 
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in so far as is necessary for the maintenance of her social 

and economic life and also with due regard to the limitations 
set out in the experts’ report. Disputes as to these programs 
of deliveries will be referred to an arbitral commission of 
three members, appointed in advance for a definite period 
by agreement between the Reparation Commission, acting 
unanimously, and the German Government, or, in default 
of agreement, by the President of the Permanent Court of 
International Justice. The chairman of this commission 
is to be a citizen of the United States. The same commission 
is given power to consider and act upon complaints of wilful 
discrimination or obstruction on the part of the German 
Government or its nationals in the matter of commercial 
contracts between the Allied Governments or their nationals 
and the German suppliers of deliveries in kind. 

To determine the procedure of placing orders and the 
conditions for carrying out deliveries in kind, the London 
Agreement constitutes a special committee of six, composed 
of three Allied representatives to be appointed by the 
Reparation Commission, and three members to be appointed 
by the German Government, with power to select a neutral 
additional member in the event of a difference. This special 
committee also has certain advisory functions in regard to 
facilitating deliveries in kind, limiting their anti-economic 
character, and recommending measures to enforce the 
prohibition of the Dawes report against the reexportation of 
such deliveries. 

Article VI of Annex 6 to the Dawes report gives the 
Transfer Committee the power to transfer marks to private 
individuals for the purpose of making purchases of a 
permanent character in Germany from a schedule of 
property to be agreed upon between the Transfer Com- 
mittee and the German Government. In arriving at such 
agreement, the report states that the German Govern- 
ment shall be required to have due regard to the necessity 
for making maximum payments to its creditors but it 
shall also be entitled to have regard to maintaining control 
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over its own internal economy. The London Agreement 
provides that differences of opinion which may arise be- 
tween the Transfer Committee and the German Govern- 
ment regarding the execution of this section shall be referred 
to an arbitrator to be chosen by agreement between the 
two parties, or, in default of agreement, to be nominated 
by the President of the Permanent Court of International 
Justice. 

Article VIII of Annex 6 of the Dawes report provides 
that in the event of concerted financial maneuvers, either 
by the government or by any group, for the purpose of 
preventing transfers, the Transfer Committee may take 
such action as may be necessary to defeat such maneuvers. 
The London Agreement provides that if the Transfer Com- 
mittee is equally divided as to whether such concerted 
financial maneuvers have been set on foot, the question 
shall be referred to an independent and impartial arbitrator, 
selected by the Transfer Committee in agreement, or, in 
default of an agreement, by the President of the Permanent 
Court of International Justice. Majority decisions of the 
Transfer Committee taken under this article, and under 
Article X of the same Annex, which limits the accumulation 
of funds at the disposal of the Agent General for Reparation 
Payments, may be appealed by a member of the minority 
to an arbitral tribunal, consisting of three financial experts 
to be selected unanimously by the Transfer Committee, 
or, failing unanimity, by the President of the Permanent 
Court of International Justice. This tribunal is to include 
a citizen of the United States, who shall act as chairman. 

London Agreement No. II provides finally that if any 
interested government, Allied or German, considers that a 
defect exists in the technical working of the Dawes plan 
which can be remedied without affecting substantially the 
principles of the plan, it may submit the question to the 
Reparation Commission, and that body is required to take 
the advice of the Agent General for Reparation Payments, 
the Trustees for the Railway and Industrial Mortgage 
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Bonds, the Railway and Bank Commissioners, and the 
Commissioner of Controlled Revenue, acting as a com- 
mittee. If, after receiving the report or reports of this 
committee, the Reparation Commission arrives at a 
unanimous decision, which is accepted by the German 
Government, the necessary measures will be carried into 
effect without delay. If the Reparation Commission is 
not unanimous, or, if its unanimous decision is not accepted 
by the German Government, any of the interested parties 
may submit the question to a committee of three experts, 
chosen by agreement between the Reparation Commission 
deciding unanimously and the German Government, or, 
in default of such agreement, by the President of the Per- 
manent Court of International Justice. The provisions of 
this paragraph do not cover any question in regard to the 
disposal of the funds paid to the account of the Agent 
General for Reparation Payments, or to any matter which 
falls solely within the competence of the Transfer Com- 
mittee. 

Agreement No. III of the London Conference provides 
that the Dawes plan will be considered as having been put 
into execution by Germany when certain measures have 
been taken as prescribed in the decision of the Reparation 
Commission of July 15, 1924,°i. e., the voting and promulga- 
tion of the laws necessary to the working of the plan and 
the installation of the executive and controlling bodies 
provided by it; the constitution of the bank and railway 
company, the deposit with trustees of certificates represent- 
ing the railway bonds and industrial debentures, and the 
conclusion of contracts assuring the subscription of the 
loan. 

The Agreement states that the fiscal and economic unity 
of Germany will be considered as having been restored, as 
required by the Dawes plan, when the Allied Governments 
have removed all vetoes on German fiscal and economic 
legislation imposed since the occupation of the Ruhr, 

* For the text of this decision, see the London Times, July 17, 1924, p. 14. 
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reestablished the German authorities in the economic and 
fiscal administration of the territories then and since 
occupied, reformed the administration of the Rhineland 
territories to accord with the agreement of June 28, 1919, 
restored to their owners the industrial, agricultural, and 
other undertakings seized during the Ruhr occupation and 
withdrawn all special organizations established to exploit 
them, and removed all restrictions on the movement of 
persons, goods and vehicles, except as provided by the 
Rhineland Agreement of June 28, 1919. 

The following dates are specified in the Agreement upon 
which the various steps are to be taken in order to bring 
the Dawes plan into full operation by October 5, 1924: 

August 15. The German laws to be promulgated and 
the Agent General for Reparation Payments to assume his 
duties. 

August 23. Eight days after the promulgation of the 
German laws, the customs barrier between occupied and 
unoccupied Germany to cease. 

September 5. Twenty days after the same event, 
the restrictions imposed since January I1, 1923, on move- 
ments of persons, goods and vehicles between occupied and 
unoccupied Germany to be removed. 

September 20. The other measures prescribed in the 
decision of the Reparation Commission of July 15 to be 
fulfilled. 

October 5. The Allied program for the restoration of 
Germany’s fiscal and economic unity to be fulfilled. 

Remittances to the Agent General for Reparation Pay- 
ments are to be made by Germany every ten days, in such 
amounts as will place in his hands each month one-twelfth 
of the first annuity provided by the Dawes plan, the first 
remittance to be made on August 15, 1924. Until the 
economic and fiscal evacuation of the Ruhr has been com- 
pleted, provision is made for deducting from the German 


% As the conference lasted beyond the time originally contemplated in the 
draft agreement, the dates specified were extended seventeen days by the 
protocol. 
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payments the amounts of collections and charges levied 
by France and Belgium, including the net profits of the 
railways, less an allowance. of two million gold marks per 
month to cover the cost of collection. The amounts of such 
collections and charges are to be paid by the French and 
Belgian occupying authorities to the Agent General for 
Reparation Payments. Provision is also made for deducting 
from the German payments the amount of receipts from the 
British Reparation Recovery Act and similar acts of the 
Allied Governments, and of the paper marks supplied to 
the armies of occupation. 

Upon the fulfillment of the measures to be taken by Sep- 
tember 20, the railway system of the Reich will be trans- 
ferred to and operated by the new company provided by the 
Dawes plan. Beginning October 5, the lines operated by the 
French and Belgian Régie will be worked on account of the 
new company, under the control of a Railway Organization 
Committee, and upon the signature of the present agree- 
ment the details of the actual transfer are to be worked out 
between the régie and the committee so that the transfer 
will be completed by November 20. 

The Agreement grants an amnesty for political offenses 
committed in occupied territories since January 11, 1923, 
except crimes against life resulting in death, and for the 
remission of all sentences and penalties imposed for them, 
except that fines already paid- will not be reimbursed. 
Mixed commissions set up by common agreement will be 
utilized to solve any disagreements growing out of the 
fulfillment of these provisions. 

Any disputes between allied merchants and the German 
authorities, arising out of the change of régime, will also 
be decided by mixed commissions. 

Finally, the Agreement provides that the Permanent 
Court of International Justice will settle all disputes 
which may arise between the Allied Governments, or any 
one of them, and Germany, which can not be settled by 
negotiation. 
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The fourth Agreement of the London Conference pro- 
vides for the modification of Annex 2 to Part VIII of the 
Treaty of Versailles, with reference to declarations of default 
and sanctions. As under the Treaty this Annex may be 
amended by the governments represented upon the Repara- 
tion Commission, Germany is not a party to the present 
agreement. The Agreement provides that a citizen of 
the United States shall be added to the Reparation Commis- 
sion when it is deliberating on any point relating to the 
Dawes report. He is to be appointed for five years by the 
Reparation Commission acting unanimously, and lacking 
unanimity, the appointment is to be made by the President 
of the Permanent Court of International Justice (new 
paragraph No. 2 A). 

Another new paragraph (No. 16 A), is to be inserted in 
the Annex providing that if the decisior of the Reparation 
Commission upon any application that Germany be declared 
in default in her obligations, either under the Treaty of 
Versailles or the Dawes report, has been taken by a majority, 
any member who has participated in the vote may within 
eight days appeal from the decision to an arbitral commission 
of three members, to be appointed in the same manner 
and for the same period as the American member on the 
Reparation Commission. The adoption of this amendment 
made necessary a modification of Paragraph 17 of Annex 2, 
to bring it into conformity with the new procedure. 

The London Agreement next deals with the question of 
the sanctions which may be imposed on Germany under 
Paragraph 18 of Annex 2 of Part VIII of the Treaty of 
Versailles. It was under this paragraph that France, 
Belgium and Italy claimed and exercised the right, without 
the concurrence of Great Britain, of going into the Ruhr 
to compel Germany to meet her reparation obligations. 
It reads as follows: . 


The measures which the Allied and Associated Powers 


shall have the right to take, in case of voluntary default 
by Germany, and which Germany agrees not to regard 
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as acts of war, may include economic and financial 
prohibitions and reprisals and in general such other 
measures as the respective governments may determine 
to be necessary in the circumstances. 


Article 2 of the London Agreement stipulates that 
sanctions will not be imposed on Germany in pursuance of 
Paragraph 18 of Annex 2 ‘‘unless a default within the mean- 
ing of Section III of Part I of the report of the said com- 
mittee of experts [Dawes report] has been declared under the 
conditions laid down by the said Annex as amended in 
conformity with this Agreement.” 

Section III of Part I of the Dawes report is rather cu- 
riously worded. It begins with a statement that political 
guaranteesand penaltiesand questions of military occupation 
fall outside the committee’s jurisdiction, and then proceeds 
to define the conditions and manner in which the sanctions 
of this nature already imposed may be reimposed. - The sec- 
tion is short and the pertinent paragraphs read as follows: 


III. Mrmirary Aspects. Contingent Sanctions and 
Guarantees: If political guarantees and Ities in- 
tended to ensure the execution of the plan Baty 2 
are considered desirable, they fall outside Com- 
mittee’s jurisdiction. 

Questions of military occupation are also not within 
our terms of reference. 

It is however our duty to point out clearly that our 
forecasts are based on the assumption that economic 
activity will be unhampered and unaffected by any 
foreign organization other than the controls herein 
provided. Consequently, our plan is based upon the 
assumption that existing measures, in so far as they 
hamper that activity, will be withdrawn or sufficiently 
modified so soon as Germany has put into execution 
the plan recommended, and that they will not be re- 
imposed except in the case of flagrant failure to fulfill 
the conditions accepted by common agreement. In 
case of such failure it is plainly for the creditor Govern- 
ments, acting with the consciousness of joint trustee- 
ship for the financial interests of themselves and of 
others who will have advanced money upon the lines 
of the plan, then to determine the nature of sanctions 
to be applied and the method of their rapid and effective 
application.4 


 Cmd. 2105, pp. 13-14. 
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It will be noted first that Paragraph 18 refers to sanctions 
in case of “voluntary default” by Germany, while Section 
III refers to them in case of “flagrant failure’ to fulfill 
accepted conditions. This difference of terminology was 
the subject of discussion in the British Parliament on 
August 5, 1924, and Prime Minister MacDonald there 
gave an interpretation of the word “flagrant,”’ which, it 
is reported," was accepted by the “Council of Fourteen”’ 
(Allied Premiers and Ministers) at London on August 7, 
but the interpretation does not appear in the published 
documents. Mr. MacDonald’s definition, given to the 
House of Commons on August 5, was as follows: 

The default which is a serious one, and which comes 
before the Reparation Commission, is a large general 
default, a default which cannot be judged to be a me- 
chanical default, a default which it can be alleged and 
about which evidence can be presented,—“ This could 
not have taken place unless there was a conspiracy in 
high places to throw off obligations undertaken in 


August, 1924, by the German Government to put this 
report into operation.” 


The London Agreement then provides, in case a default 
has been declared in accordance with the conditions 
previously specified, that 

The signatory Governments, acting with the con- 
sciousness of joint trusteeship for the cial interests 
of themselves and of the persons who advance money 
upon the lines of the said plan, will confer at once on the 


nature of the sanctions to be applied and on the method 
of their rapid and effective application. 


It will now be observed that while this article follows 
generally the wording of the last half of the third paragraph 
of Section III of the Dawes report, it contains a very mate- 
rial and important modification. Section III seems to 
contemplate that any sanctions to be imposed upon Ger- 
many will be determined by the creditor governments 


1 London Times, Aug. 9, p. 10. | 

% This wording, which appears in the London Times of Aug. 9, p. 10, is 
slightly different from the report of Mr. MacDonald's statement in the House 
of Commons published in the Times of Aug. 6, p. 6, column 4. 


[ 43 ] 








he kit 


DI 
ik 
i 





f 

rf 

y 
i 
ki 
yi 
5 

| 
H 
a 
oy 


522 


acting jointly, but the London agreement changes «iis 
provision to read so that the creditor governments are 
obligated only to confer as to the nature of the sanctions. 

In the Inter-Allied stage of the London Conference the 
possible effect upon the loan to Germany, recommended 
by the Dawes report, of a declaration of default by the 
Reparation Commission was used as an argument for taking 
the power of declaring defaults out of the hands of the 
Commission. The situation was thus stated by Mr. 
MacDonald in the House of Commons on August 4: 
“On the British and American markets confidence in the 
Reparation Commission as a judicial body for declaring 
default has been completely forfeited, and we were informed 
that so long as it could destroy the economy and credit of 
Germany by a declaration of default which, as a matter 
of fact, might not exist, the security for the loan would be 
of so little value that the loan would not be subscribed.’’™ 

When the possibilities of this buga-boo as a political lever 
had been exhausted’ it was a simple matter for the Allied 
Governments to agree, as they did in the agreement under 
analysis, that in case sanctions are imposed, priority would 
be given to the service of the loan, not only as regards the 
resources pledged to its service, but as to resources which 
may arise from the imposition of sanctions, and that any 
dispute arising under the agreement between the signa- 
tories regarding the imposition of sanctions and the security 
for the loan are to be submitted to the Permanent Court of 
International Justice. 

The Agreement finally reserves to the signatory Govern- 
ments all of their existing rights under the Treaty of 
Versailles, unless otherwise stipulated. 





™ London Times, Aug. 5, 1924, p. 

* The alleged interference in the Seitiitiens of he so-called “‘interna- 
tional bankers,” was rently ly resented in France, and Mr. MacDonald in this 
connection made the following statement on the connie above referred to 
“TI may take this opportunity of expressing my regret that it has been so then 
stated that the difficulties we encountered in this part of our work were created 
by bankers and financiers. They confined themselves to advising as to the 
state of mind of the investing public, and guided us —_- = 0 agree: 
ments that would fail to produce the loan required. 
to them for the information and help they gave us.” 
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The military, as distinct from the economic and fiscal, 
evacuation of the Ruhr was considered by the Allies to be 
outside the scope of the London Conference, but the 
German delegates placed this question at the head of their 
agenda for discussion. It was taken up in separate negotia- 
tions hetween the French, Belgian and German plenipoten- 
tiaries,“and the result embodied in an exchange of notes 
on August 16 in which France and Belgium agreed, if 
the London Agreements are carried out in good faith by 
Germany, to proceed to the military evacuation of the Ruhr 
within a maximum period of one year from the date of the 
Agreements. As an earnest of their intention to hasten the 
evacuation France and Belgium decided that the day after 
the London Agreements were signed the military should 
evacuate the zone between Dortmund and Horde in the 
Ruhr and territories outside the Ruhr occupied since 
January 11, 1923. In these notes the German Chancellor 
maintained the view ‘‘that the occupation of German 
territories beyond the German frontiers fixed by Article 
428 of the Treaty of Versailles cannot be recognized as 
lawful.” The British Prime Minister also wrote a letter 
to the French and Belgian Premiers in which he took note 
of the agreement with Germany, reiterated the position of 
the British Government as to the illegality of the occupation 
of the Ruhr under the Treaty of Versailles, and urged that 
the evacuation be hastened as much as possible “as, in 
the opinion of the British Government, the continued 
occupation may prejudice the working of the Dawes plan, 
and jeopardize the arrangements agreed to at the London 
Conference.’’!* 

The principle of arbitration, so generously drawn upon 
by the conference to reach agreement when other sugges- 
tions of settlement failed, was the keynote of the closing 
speeches of the principal delegates. 

“T should like to impress upon the German people,” 

16 The notes exchanged are printed in the London Times, Aug. 18, 1924, 
p. 16, and Mr. MacDonald’s letter in the Times of Aug. 19, p. 10. 
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said the British Prime Minister, “that as the result of this 
conference we have created a system of arbitration, of 
examination, of revision, which will enable both them and 
us to observe the working of the Dawes plan; to watch 
projects that may be doubtful in their effects and to come 
together in a sincere desire to rectify mistakes so soon as 
those mistakes are discovered.” 

In his reply the French Premier said: “France is happy 
in seeing that you have accepted to write on the front of 
the London document this idea of arbitration which we all 
hope will be generalized in order to substitute for the 
atrocious rule of war a régime of conventions based upon 
right and legality.” 

The American Ambassador concurred with the following 
statement: “There is one feature of this settlement which 
I wish to emphasize, and that is the recognition and further- 
ance of the principles of arbitration for settlement of inter- 
national disputes. In my cpinion, the greatest hope for 
the peace of the world lies in arbitration and judicial settle- 
ment between nations, and I am very glad this conference 
has contributed so much to forward this plan.” 

The conference closed with an expression of hope on 
the part of the German Chancellor that “the principle 
of arbitration, to which other speakers have referred, may 
evermore be applied in regulating the relations of the differ- 
ent peoples to each other, and thus help to establish a 
better adjustment of affairs.” 


Postscriptum 


The contract for the loan of 800,000,000 gold marks to Ger- 
many under the Dawes plan was signed at London on October 
10, 1924 (New York Times, October 11, 1924). On October 
13, 1924, the Reparation Commission approved a series of 
decisions to give effect to the terms of the loan and ee 
that all conditions attached to the Dawes plan had been com 
with and that the plan is now legally binding on Germany 
York Times, October 14, 1924). Subscriptions to the loan ame 
anne on October 14 and it was at once oversubscribed (New 

k Times, October 15, 1924). 


[ 46 ] 





~ S®Susco=> 








— — oo 


ifs 


LIST OF PUBLICATIONS 


nternational Conciliation a; under the imprint of the American 
Poncn so for International Conciliation, No. 1, Age 1907 to No. ne 20 
June, 1924. These docuenente 20) t the views of 
opinion of many countries on international problems and reproduce the 
texts of official treaties, di re cane ndence and draft plans for inter- 
national projects such as t Tresanens ¢ ourt of International Justice. — 
most recent publications are listed below. A complete list will sent u 
application to International Conciliation, 407 West 117th Street, New York C >. 


193. Documents regarding the European Economic Situation. Series No. 
III: Correspondence between Germany, the a Powers and the 
United States, relating to Reparations. Speech of General Smuts 
in London, October 23, 1923. 

December, 1923. 
194. The _Comanary of the Monroe Doctrine, by Charles Evans Hughes. 
address delivered before the American Academy of Political” and 
Social Science at Philadelphia, November ie 1923; American Cooper- 
ation for World Peace, by David Jayne Hill. 
January, 1924. 

195. The Winning Plan selected by the Jury of the American Peace Award. 

February, 1924. 


s 


196. Report upon Health, Soe and Hu ng German Children, 
by Haven Emerson, M.D., essor of Public lic Health Administration, 
Columbia University. 

March, 1924. 


197. The Permanent Court of International Justice, by John Bassett Moore. 

Fe Ne States and the Court. Information regarding the Court. 
pril, 1924 

198. Mage showing Territorial Changes since the World War, the Transfer 
of the German Cables and the League of Nations in 1923, compiled by 
Lawrence Martin, Washington, D. C. 

May, 1924. 
20m Summary of Poss I of tie Repart of the Tiel. Ghee ) Committee of 
Experts. Questions resulting from the Corfu Incident Submitted Sep- 
tember 28, asap, 08 oo ye the — of the anaes oo Nations to the Special 
Commission the Replies of that Commission: Lord 
Parmoor’s Si 
June, 1924. 

200. The Carnegie Endowment for International Peace: Organization and 

yen compiled by Amy Heminway Jones, Division Assistant. 
uly, 1924. 

201. A Practical Plan for Disarmament: Draft Treaty of Disarmament and 
Security, Submitted to the League of Nations by an American Group; 
with Introduction and Commentary by James Thomson Shotwell: 
August, 1924. 

202. An Analysis of the American Immigration Act of 1924, by ie? p- Trevor, 
M.A., formerly Captain Military Intelligence Division, U Cheva- 
lier de la Légion d’Honneur. 

September, 1924. 

203. America’s Part in Advancing the Administration of International Justice, 
by Edwin B. Parker, Umpire, Mixed Claims Commission, United 
States and Germany, 

October, 1924. 

204. The Dawes Report on German Reparation Payments, George A 
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